AMENDED IN ASSEMBLY AUGUST 4, 2014
AMENDED IN ASSEMBLY JUNE 10, 2014
AMENDED IN SENATE MARCH 17, 2014

SENATE BILL No. 959

Introduced by Senator Hernandez

February 6, 2014

An act to amend Section 100503 of the Government Code, to amend
Sections 1357.500, 1357.503, 1366.6, 1367.005, 1367.006, 1374.21,
1385.03,1385:06,1385:06% 1385.11, 1389.25, and 1399.849 of the
Health and Safety Code, and to amend Sections 10112.27, 10112.28,
10112.3, 10113.9, 10181.3,—16181+-6—316481++ 10181.11, 10199.1,
10753.05, and 10965.3 of the Insurance Code, relating to health care
coverage.

LEGISLATIVE COUNSEL’S DIGEST

SB 959, as amended, Hernandez. Health care coverage.

(1) Existing federal law, thefederal Patient Protection and Affordable
CareAct (PPACA), enactsvarious health care coverage market reforms
that take effect January 1, 2014. Among other things, PPACA requires
each state to, by January 1, 2014, establish an American Health Benefit
Exchange that facilitates the purchase of qualified heath plans by
qualified individuals and qualified small employers. PPACA requires
ahedlthinsuranceissuer to consider all enrolleesinitsindividual market
plans to be part of asingle risk pool and to consider all enrolleesin its
small group market plans to be part of asinglerisk pool. PPACA also
requires an issuer to establish an index rate for each of those markets
based on the total combined claim costs for providing essential health
benefits within the single risk pool for that market and authorizes the
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issuer to vary premium rates from the index rate based only on specified
factors. PPACA requires that the index rate be adjusted based on
Exchange user fees and expected payments and charges under certain
risk adjustment and reinsurance programs.

Existing law establishes the California Health Benefit Exchange
within state government for the purpose of facilitating the purchase of
qualified health plans through the Exchange by qualified individuals
and small employers. Existing law, the Knox-Keene Health Care Service
Plan Act of 1975, provides for the licensure and regulation of health
care service plans by the Department of Managed Health Care and
makes awillful violation of the act a crime. Existing law also provides
for the regulation of health insurers by the Department of Insurance.
Existing law requires a health care service plan and a health insurer to
consider asasinglerisk pool the claims experience of al enrolleesand
insureds in its nongrandfathered small-empleyer group market plans
and to also consider as a single risk pool the claims experience of all
enrollees and insuredsin its nongrandfathered individual market plans.
Existing law requires a plan or insurer to establish an index rate for
those markets, as specified, and authorizes the plan or insurer to vary
premium rates from the index rate based only on specified factors.
Existing law requires that the index rate be adjusted based on expected
payments and charges under the risk adjustment and reinsurance
programs specified under PPACA.

This bill would require that the index rate also be adjusted based on
Exchange user fees, as specified under PPACA.

PPACA requires a health insurance issuer offering coverage in the
individual or small group market to ensure that the coverage includes
the essential health benefits package and defines this package to mean
coverage that, among other requirements, provides the platinum, gold,
silver, or bronzelevel of coverageor, intheindividual market, provides
catastrophic coverage to specified individuals. Existing law requires
health care service plans and health insurers participating in the
Exchange to fairly and affirmatively offer, market, and sell in the
Exchange at least one product in each of these 5 levels of coverage.
Existing law requires a health care service plan or health insurer that
does not participate in the Exchange to offer at least one standardized
product designated by the Exchangein each of the platinum, gold, silver,
and bronze levels of coverage.

Thisbill would define the term* health benefit plan” for purposes of
the provisions gover ning nongrandfathered small employer health care
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service plans. The bill would specify that health care service plans and
health insurers participating in the small group market of the Exchange
are only required to fairly and affirmatively offer, market, and sell in
that market the platinum, gold, silver, and bronze levels of coverage.
The bill would also specify that the requirement for plans or insurers
not participating in the Exchange to offer at least one standardized
product designated by the Exchangein each of those levels of coverage
only appliesto theindividual and small group markets.

(2) Existing law prohibitsahealth care service plan or ahealthinsurer
offering coverage in the individual market from changing the premium
rate or coverage without providing specified notice to the subscriber or
policyholder at least 60 days prior to the contract or policy renewal
date.

Thebill would require that the notice be sent on the earlier of 60 days
prior to the renewal date or 15 days prior to the start of the annual
enrollment period applicable to the contract or policy.

Existing law requiresaplan or insurer that declinesto offer coverage
or deniesenrollment for anindividual or hisor her dependents applying
for individual coverage or that offersindividual or small group coverage
at arate that is higher than the standard rate to provide the applicant
with the reason for the decision in writing. Existing law also requires
the plan or insurer to inform the applicant about specified high risk
pools, including the CaliforniaMajor Risk Medical Insurance Program,
and specifiesthat thisrequirement does not apply when aplan or insurer
rejects an applicant for Medicare supplement coverage.

Thisbill would delete the requirement that the plan or insurer provide
the applicant with the reason for the denial or higher than standard rate.
The bill would require a plan or insurer to inform specified applicants
for agrandfathered health plan who are denied or charged a higher than
standard rate, and applicants for Medicare supplement coverage who
are denied dueto aspecified condition, about the CaliforniaM gjor Risk
Medical Insurance Program and the Exchange, as specified.

(3) Existing law requires ahealth care service plan or health insurer
intheindividual or small group market to file rate information with the
Department of Managed Health Care or the Department of Insurance,
as applicable, at least 60 days prior to implementing arate change and
requires the filing to be concurrent with the notice sent to subscribers
prior to increasing premium rates. Existing law requires that the rate
filing include specified information regarding the proposed rateincrease
and the plan’s overall annual medical trend factor assumptions in each

96



SB 959 —4—

rate filing for al benefits and by aggregate benefit category. Existing
law authorizes the plan to provide aggregated additional data that
demonstrates year-to-year cost increases in specific benefit categories
in major geographic regions of the state to be defined by the-department
departments to include no more than 9 regions.

This bill would eliminate the requirement that the rate filing be
concurrent with the notice sent to subscribers prior to increasing

premlum rates The bill would also—FequrFe—that—a—Fate—fH-mgﬂﬂelﬂde

Fatheﬁhamﬁa&aﬂerease—aﬂd-weukd reqw rethat the geographlc regl ons
correspond with those regions used by the plan to establish premium

4) ThIS b|II would mcorporate addltlonal changes to Sectl on
10753.05 of the Insurance Code proposed by SB 1034 that would
become operativeif thisbill and SB 1034 are both enacted and this bill
is enacted last.

t4)

(5) Becauseawillful violation of the bill’s requirements with respect
to health care service plans would be a crime, the bill would impose a
state-mandated local program.

The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Statutory provisions establish procedures for making that reimbursement.

Thisbill would provide that no reimbursement is required by this act
for a specified reason.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: yes.

The people of the Sate of California do enact as follows:

SECTION 1. Section 100503 of the Government Code, as
amended by Section 4 of Chapter 5 of the First Extraordinary
Session of the Statutes of 2013, is amended to read:

100503. In addition to meeting the minimum requirements of
Section 1311 of the federal act, the board shall do all of the
following:

() Determinethecriteriaand processfor digibility, enrollment,
and disenrollment of enrollees and potential enrollees in the
Exchange and coordinate that process with the state and local
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government entities administering other health care coverage
programs, including the State Department of Health Care Services,
the Managed Risk Medical Insurance Board, and California
counties, in order to ensure consistent eligibility and enrollment
processes and seaml ess transitions between coverage.

(b) Develop processes to coordinate with the county entities
that administer eligibility for the Medi-Cal program and the entity
that determines dligibility for the Healthy Families Program,
including, but not limited to, processes for case transfer, referral,
and enrollment in the Exchange of individuals applying for
assistance to those entities, if allowed or required by federal law.

(c) Determine the minimum requirements a carrier must meet
to be considered for participation in the Exchange, and the
standards and criteria for selecting qualified health plans to be
offered through the Exchange that are in the best interests of
qualified individuals and qualified small employers. The board
shall consistently and uniformly apply these requirements,
standards, and criteria to all carriers. In the course of selectively
contracting for health care coverage offered to qualified individuals
and qualified small employers through the Exchange, the board
shall seek to contract with carriers so as to provide health care
coverage choices that offer the optima combination of choice,
value, quality, and service.

(d) Provide, in each region of the state, a choice of qualified
health plans at each of the five levels of coverage contained in
subsections (d) and (e) of Section 1302 of the federal act, subject
to subdivision (e) of this section, paragraph (2) of subdivision (d)
of Section 1366.6 of the Health and Safety Code, and paragraph
(2) of subdivision (d) of Section 10112.3 of the Insurance Code.

(e) Require, as a condition of participation in the individual
market of the Exchange, carriersto fairly and affirmatively offer,
market, and sell in the individual market of the Exchange at least
one product within each of the five levels of coverage contained
in subsections (d) and (e) of Section 1302 of the federal act and
require, as a condition of participation in the SHOP Program,
carriers to fairly and affirmatively offer, market, and sell in the
SHOP Program at least one product within each of the four levels
of coverage contained in subsection (d) of Section 1302 of the
federal act. The board may require carriers to offer additional
products within each of those levels of coverage. This subdivision
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shall not apply to acarrier that solely offers supplemental coverage
in the Exchange under paragraph (10) of subdivision (&) of Section
100504.

() (1) Except asotherwise provided inthissection and Section
100504.5, require, asacondition of participation in the Exchange,
carriers that sell any products outside the Exchange to do both of
the following:

(A) Fairly and affirmatively offer, market, and sell al products
made available to individuals in the Exchange to individuals
purchasing coverage outside the Exchange.

(B) Fairly and affirmatively offer, market, and sell all products
made available to small employers in the Exchange to small
employers purchasing coverage outside the Exchange.

(2) For purposesof thissubdivision, “product” does not include
contracts entered into pursuant to Part 6.2 (commencing with
Section 12693) of Division 2 of the Insurance Code between the
Managed Risk Medical Insurance Board and carriers for enrolled
Healthy Families beneficiaries or contracts entered into pursuant
to Chapter 7 (commencing with Section 14000) of, or Chapter 8
(commencing with Section 14200) of, Part 3 of Division 9 of the
Welfare and Institutions Code between the State Department of
Health Care Services and carriers for enrolled Medi-Cal
beneficiaries. “ Product” aso does not include abridge plan product
offered pursuant to Section 100504.5.

(3) Except asrequired by Section 1301(a)(1)(C)(ii) of thefedera
act, acarrier offering a bridge plan product in the Exchange may
limit the products it offersin the Exchange solely to a bridge plan
product contract.

(g) Determinewhen an enrolleg's coverage commencesand the
extent and scope of coverage.

(h) Providefor the processing of applications and the enrolment
and disenrollment of enrollees.

(i) Determine and approve cost-sharing provisionsfor qualified
health plans.

() Establish uniform billing and payment policiesfor qualified
health plans offered in the Exchange to ensure consistent
enrollment and disenrollment activitiesfor individuals enrolled in
the Exchange.

(k) Undertake activities necessary to market and publicize the
availability of health care coverage and federal subsidies through
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the Exchange. The board shall also undertake outreach and
enrollment activities that seek to assist enrollees and potential
enrollees with enrolling and reenrolling in the Exchange in the
least burdensome manner, including populations that may
experience barriers to enrollment, such as the disabled and those
with limited English language proficiency.

(I) Select and set performance standards and compensation for
navigators selected under subdivision (I) of Section 100502.

(m) Employ necessary staff.

(1) Theboard shall hireachief fiscal officer, achief operations
officer, a director for the SHOP Exchange, a director of Health
Plan Contracting, a chief technology and information officer, a
general counsel, and other key executive positions, as determined
by the board, who shall be exempt from civil service.

(2) (A) Theboard shall set the salariesfor the exempt positions
described in paragraph (1) and subdivision (i) of Section 100500
in amounts that are reasonably necessary to attract and retain
individuals of superior qudlifications. The salaries shal be
published by the board in the board’s annual budget. The board's
annual budget shall be posted on the Internet Web site of the
Exchange. To determine the compensation for these positions, the
board shall cause to be conducted, through the use of independent
outside advisors, salary surveys of both of the following:

(i) Other state and federal health insurance exchanges that are
most comparable to the Exchange.

(if) Other relevant labor pools.

(B) The salaries established by the board under subparagraph
(A) shall not exceed the highest comparable salary for a position
of that type, as determined by the surveys conducted pursuant to
subparagraph (A).

(C) The Department of Human Resources shall review the
methodology used in the surveys conducted pursuant to
subparagraph (A).

(3) Thepositionsdescribed in paragraph (1) and subdivision (i)
of Section 100500 shall not be subject to otherwise applicable
provisions of the Government Code or the Public Contract Code
and, for those purposes, the Exchange shall not be considered a
state agency or public entity.

(n) Assess a charge on the qualified health plans offered by
carriers that is reasonable and necessary to support the
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development, operations, and prudent cash management of the
Exchange. This charge shall not affect the requirement under
Section 1301 of the federal act that carriers charge the same
premium rate for each qualified health plan whether offered inside
or outside the Exchange.

(o) Authorize expenditures, as necessary, from the California
Health Trust Fund to pay program expenses to administer the
Exchange.

(p) Keep an accurate accounting of all activities, receipts, and
expenditures, and annually submit to the United States Secretary
of Health and Human Servicesareport concerning that accounting.
Commencing January 1, 2016, the board shall conduct an annual
audit.

(@ (1) Annually prepareawritten report on theimplementation
and performance of the Exchange functions during the preceding
fiscal year, including, at a minimum, the manner in which funds
were expended and the progress toward, and the achievement of,
the requirements of this title. The report shall also include data
provided by health care service plans and health insurers offering
bridge plan products regarding the extent of health care provider
and health facility overlap intheir Medi-Cal networks as compared
to the health care provider and health facility networks contracting
with the plan or insurer in their bridge plan contracts. This report
shall be transmitted to the Legislature and the Governor and shall
be made available to the public on the Internet Web site of the
Exchange. A report made to the Legislature pursuant to this
subdivision shall be submitted pursuant to Section 9795.

(2) The Exchange shall prepare, or contract for the preparation
of, an evaluation of the bridge plan program using the first three
years of experience with the program. The evaluation shall be
provided to the hedth policy and fiscal committees of the
Legidature in the fourth year following federal approval of the
bridge plan option. The evaluation shall include, but not belimited
to, al of the following:

(A) The number of individuals €eligible to participate in the
bridge plan program each year by category of eligibility.

(B) The number of eligible individuals who elect abridge plan
option each year by category of eligibility.
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(C) The average length of time, by region and statewide, that
individuals remain in the bridge plan option each year by category
of eligibility.

(D) The regions of the state with a bridge plan option, and the
carriersin each region that offer abridge plan, by year.

(E) The premium difference each year, by region, between the
bridge plan and thefirst and second lowest cost plan for individuals
in the Exchange who are not eligible for the bridge plan.

(F) Theeffect of the bridge plan on the premium subsidy amount
for bridge plan eligible individuals each year by each region.

(G) Based onasurvey of individualsenrolled in the bridge plan:

(i) Whether individualsenrolling in the bridge plan product are
able to keep their existing health care providers.

(i) Whether individuals would want to retain their bridge plan
product, buy a different Exchange product, or decline to purchase
health insuranceif there was no bridge plan product available. The
Exchange may include questions designed to elicit the information
in this subparagraph as part of an existing survey of individuals
receiving coverage in the Exchange.

(3) Inaddition to the evaluation required by paragraph (2), the
Exchange shall post the items in subparagraphs (A) to (F),
inclusive, on its Internet Web site each year.

(4) Inadditionto thereport described in paragraph (1), the board
shall be responsiveto requestsfor additional information from the
Legidature, including providing testimony and commenting on
proposed state legislation or policy issues. The Legislature finds
and declaresthat activitiesincluding, but not limited to, responding
to legidative or executive inquiries, tracking and commenting on
legislation and regulatory activities, and preparing reports on the
implementation of thistitle and the performance of the Exchange,
are necessary state requirements and are distinct from the
promotion of legislative or regulatory modificationsreferred toin
subdivision (d) of Section 100520.

(r) Maintain enrollment and expenditures to ensure that
expenditures do not exceed the amount of revenuein the fund, and
if sufficient revenueisnot availableto pay estimated expenditures,
institute appropriate measures to ensure fiscal solvency.

(s) Exercise al powers reasonably necessary to carry out and
comply with the duties, responsibilities, and requirements of this
act and the federal act.
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(t) Consult with stakeholders relevant to carrying out the
activities under this title, including, but not limited to, al of the
following:

(1) Heath care consumers who are enrolled in health plans.

(2) Individuals and entities with experience in facilitating
enrollment in health plans.

(3) Representatives of small businesses and self-employed
individuals.

(4) The State Medi-Cal Director.

(5) Advocatesfor enrolling hard-to-reach populations.

(u) Facilitate the purchase of qualified headth plans in the
Exchange by qualified individuals and qualified small employers
no later than January 1, 2014.

(v) Report, or contract with an independent entity to report, to
the Legislature by December 1, 2018, on whether to adopt the
option in Section 1312(c)(3) of the federal act to merge the
individual and small employer markets. In its report, the board
shall provideinformation, based on at |east two years of datafrom
the Exchange, on the potential impact on rates paid by individuals
and by small employersin amerged individual and small employer
market, as compared to the rates paid by individuals and small
employers if a separate individual and small employer market is
maintained. A report made pursuant to this subdivision shall be
submitted pursuant to Section 9795.

(w) With respect to the SHOP Program, collect premiums and
administer all other necessary and related tasks, including, but not
limited to, enrollment and plan payment, in order to make the
offering of employee plan choice assimpleaspossiblefor qualified
small employers.

(x) Requirecarriersparticipating inthe Exchangeto immediately
notify the Exchange, under the terms and conditions established
by the board when an individual is or will be enrolled in or
disenrolled from any qualified health plan offered by the carrier.

(y) Ensure that the Exchange provides oral interpretation
servicesin any language for individual s seeking coverage through
the Exchange and makes available a toll-free telephone number
for the hearing and speech impaired. The board shall ensure that
written information made available by the Exchange is presented
in a plainly worded, easily understandable format and made
available in prevalent languages.
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(2) Thissection shall become inoperative on the October 1 that
isfive years after the date that federal approval of the bridge plan
option occurs, and, as of the second January 1 thereafter, is
repealed, unless alater enacted statute that is enacted before that
date deletes or extends the dates on which it becomes inoperative
and isrepealed.

SEC. 2. Section 100503 of the Government Code, as added by
Section 5 of Chapter 5 of the First Extraordinary Session of the
Statutes of 2013, is amended to read:

100503. In addition to meeting the minimum requirements of
Section 1311 of the federal act, the board shall do all of the
following:

(a) Determinethecriteriaand processfor eigibility, enrollment,
and disenrollment of enrollees and potential enrollees in the
Exchange and coordinate that process with the state and local
government entities administering other health care coverage
programs, including the State Department of Health Care Services,
the Managed Risk Medical Insurance Board, and California
counties, in order to ensure consistent eligibility and enrollment
processes and seamless transitions between coverage.

(b) Develop processes to coordinate with the county entities
that administer eligibility for the Medi-Cal program and the entity
that determines eligibility for the Healthy Families Program,
including, but not limited to, processes for case transfer, referral,
and enrollment in the Exchange of individuals applying for
assistance to those entities, if allowed or required by federal law.

(c) Determine the minimum requirements a carrier must meet
to be considered for participation in the Exchange, and the
standards and criteria for selecting qualified health plans to be
offered through the Exchange that are in the best interests of
qualified individuals and qualified small employers. The board
shall consistently and uniformly apply these requirements,
standards, and criteria to all carriers. In the course of selectively
contracting for health care coverage offered to qualified individuals
and qualified small employers through the Exchange, the board
shall seek to contract with carriers so as to provide health care
coverage choices that offer the optima combination of choice,
value, quality, and service.

(d) Provide, in each region of the state, a choice of qualified
health plans at each of the five levels of coverage contained in
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subsections (d) and (e) of Section 1302 of the federal act, subject
to subdivision (e) of this section, paragraph (2) of subdivision (d)
of Section 1366.6 of the Health and Safety Code and paragraph
(2) of subdivision (d) of Section 10112.3 of the Insurance Code.

(e) Require, as a condition of participation in the Exchange,
carriers to fairly and affirmatively offer, market, and sell in the
Exchange at least one product within each of the five levels of
coverage contained in subsections (d) and (e) of Section 1302 of
the federal act and require, as a condition of participation in the
SHOP Program, carriersto fairly and affirmatively offer, market,
and sell in the SHOP Program at least one product within each of
the four levels of coverage contained in subsection (d) of Section
1302 of the federal act. The board may require carriers to offer
additional products within each of those levels of coverage. This
subdivision shall not apply to a carrier that solely offers
supplemental coverage in the Exchange under paragraph (10) of
subdivision (a) of Section 100504.

(f) (1) Require, asacondition of participation inthe Exchange,
carriersthat sell any products outside the Exchange to do both of
the following:

(A) Fairly and affirmatively offer, market, and sell al products
made available to individuals in the Exchange to individuals
purchasing coverage outside the Exchange.

(B) Fairly and affirmatively offer, market, and sell all products
made available to small employers in the Exchange to small
employers purchasing coverage outside the Exchange.

(2) For purposesof thissubdivision, “product” doesnot include
contracts entered into pursuant to Part 6.2 (commencing with
Section 12693) of Division 2 of the Insurance Code between the
Managed Risk Medical Insurance Board and carriers for enrolled
Healthy Families beneficiaries or contracts entered into pursuant
to Chapter 7 (commencing with Section 14000) of, or Chapter 8
(commencing with Section 14200) of, Part 3 of Division 9 of the
Welfare and Institutions Code between the State Department of
Health Care Services and carriers for enrolled Medi-Cal
beneficiaries.

(g) Determinewhen an enrollee's coverage commencesand the
extent and scope of coverage.

(h) Providefor the processing of applications and the enrollment
and disenrollment of enrollees.
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(i) Determineand approve cost-sharing provisionsfor qualified
health plans.

() Establish uniform billing and payment policiesfor qualified
health plans offered in the Exchange to ensure consistent
enrollment and disenrollment activitiesfor individualsenrolled in
the Exchange.

(k) Undertake activities necessary to market and publicize the
availability of health care coverage and federal subsidies through
the Exchange. The board shall also undertake outreach and
enrollment activities that seek to assist enrollees and potential
enrollees with enrolling and reenrolling in the Exchange in the
least burdensome manner, including populations that may
experience barriers to enrollment, such as the disabled and those
with limited English language proficiency.

(1) Select and set performance standards and compensation for
navigators selected under subdivision (I) of Section 100502.

(m) Employ necessary staff.

(1) Theboard shall hireachief fiscal officer, achief operations
officer, a director for the SHOP Exchange, a director of Health
Plan Contracting, a chief technology and information officer, a
general counsel, and other key executive positions, as determined
by the board, who shall be exempt from civil service.

(2) (A) Theboard shall set the salariesfor the exempt positions
described in paragraph (1) and subdivision (i) of Section 100500
in amounts that are reasonably necessary to attract and retain
individuals of superior qualifications. The salaries shall be
published by the board in the board’s annual budget. The board's
annual budget shall be posted on the Internet Web site of the
Exchange. To determine the compensation for these positions, the
board shall cause to be conducted, through the use of independent
outside advisors, salary surveys of both of the following:

(i) Other state and federa health insurance exchanges that are
most comparable to the Exchange.

(if) Other relevant labor pools.

(B) The salaries established by the board under subparagraph
(A) shall not exceed the highest comparable salary for a position
of that type, as determined by the surveys conducted pursuant to

subparagraph (A).
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(C) The Department of Human Resources shall review the
methodology used in the surveys conducted pursuant to
subparagraph (A).

(3) Thepositionsdescribed in paragraph (1) and subdivision (i)
of Section 100500 shall not be subject to otherwise applicable
provisions of the Government Code or the Public Contract Code
and, for those purposes, the Exchange shall not be considered a
state agency or public entity.

(n) Assess a charge on the qualified health plans offered by
carriers that is reasonable and necessary to support the
development, operations, and prudent cash management of the
Exchange. This charge shall not affect the requirement under
Section 1301 of the federa act that carriers charge the same
premium rate for each qualified health plan whether offered inside
or outside the Exchange.

(o) Authorize expenditures, as necessary, from the California
Health Trust Fund to pay program expenses to administer the
Exchange.

(p) Keep an accurate accounting of all activities, receipts, and
expenditures, and annually submit to the United States Secretary
of Health and Human Servicesareport concerning that accounting.
Commencing January 1, 2016, the board shall conduct an annual
audit.

(@ (1) Annualy prepareawritten report on theimplementation
and performance of the Exchange functions during the preceding
fiscal year, including, at a minimum, the manner in which funds
were expended and the progress toward, and the achievement of,
the requirements of this title. This report shall be transmitted to
the Legidature and the Governor and shall be made available to
the public on the Internet Web site of the Exchange. A report made
to the Legidlature pursuant to this subdivision shall be submitted
pursuant to Section 9795.

(2) Inadditionto thereport described in paragraph (1), the board
shall beresponsiveto requestsfor additional information fromthe
Legidature, including providing testimony and commenting on
proposed state legislation or policy issues. The Legidature finds
and declaresthat activitiesincluding, but not limited to, responding
to legislative or executive inquiries, tracking and commenting on
legislation and regulatory activities, and preparing reports on the
implementation of thistitle and the performance of the Exchange,
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are necessary state requirements and are distinct from the
promotion of legidlative or regulatory modificationsreferred toin
subdivision (d) of Section 100520.

(r) Maintain enrollment and expenditures to ensure that
expenditures do not exceed the amount of revenuein the fund, and
if sufficient revenueisnot availableto pay estimated expenditures,
institute appropriate measures to ensure fiscal solvency.

(s) Exercise al powers reasonably necessary to carry out and
comply with the duties, responsibilities, and requirements of this
act and the federal act.

(t) Consult with stakeholders relevant to carrying out the
activities under this title, including, but not limited to, all of the
following:

(1) Health care consumers who are enrolled in health plans.

(2) Individuals and entities with experience in facilitating
enrollment in health plans.

(3) Representatives of small businesses and self-employed
individuals.

(4) The State Medi-Cal Director.

(5) Advocatesfor enrolling hard-to-reach populations.

(u) Facilitate the purchase of qualified headth plans in the
Exchange by qualified individuals and qualified small employers
no later than January 1, 2014.

(v) Report, or contract with an independent entity to report, to
the Legislature by December 1, 2018, on whether to adopt the
option in Section 1312(c)(3) of the federal act to merge the
individual and small employer markets. In its report, the board
shall provideinformation, based on at |east two years of datafrom
the Exchange, on the potential impact on rates paid by individuals
and by small employersin amerged individual and small employer
market, as compared to the rates paid by individuals and small
employers if a separate individual and small employer market is
maintained. A report made pursuant to this subdivision shall be
submitted pursuant to Section 9795.

(w) With respect to the SHOP Program, collect premiums and
administer all other necessary and related tasks, including, but not
limited to, enrollment and plan payment, in order to make the
offering of employee plan choice assimple aspossiblefor qualified
small employers.
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(X) Requirecarriersparticipating in the Exchangeto immediately
notify the Exchange, under the terms and conditions established
by the board when an individual is or will be enrolled in or
disenrolled from any qualified health plan offered by the carrier.

(y) Ensure that the Exchange provides oral interpretation
servicesin any language for individual s seeking coverage through
the Exchange and makes available a toll-free telephone number
for the hearing and speech impaired. The board shall ensure that
written information made available by the Exchange is presented
in a plainly worded, easily understandable format and made
available in prevalent languages.

(2) Thissection shall become operative only if Section 4 of the
act that added this section becomes inoperative pursuant to
subdivision (z) of that Section 4.

SEC. 3. Section 1357.500 of the Health and Safety Code is
amended to read:

1357.500. Asusedinthisarticle, thefollowing definitions shall
apply:

(@) “Child” means a child described in Section 22775 of the
Government Code and subdivisions (n) to (p), inclusive, of Section
599.500 of Title 2 of the California Code of Regulations.

(b) “Dependent” means the spouse or registered domestic
partner, or child, of an eligible employee, subject to applicable
terms of the health care service plan contract covering the
employee, and includes dependents of guaranteed association
members if the association e ects to include dependents under its
health coverage at the same time it determines its membership
composition pursuant to subdivision (m).

(c) “Eligible employee” means either of the following:

(1) Any permanent employee who is actively engaged on a
full-time basisin the conduct of the business of the small employer
with anormal workweek of an average of 30 hours per week over
the course of a month, at the small employer’s regular places of
business, who has met any statutorily authorized applicablewaiting
period requirements. Theterm includes sole proprietorsor partners
of a partnership, if they are actively engaged on afull-time basis
inthe small employer’s business and included as employees under
a health care service plan contract of a small employer, but does
not include employees who work on a part-time, temporary, or
substitute basis. It includes any eligible employee, as defined in
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this paragraph, who obtains coverage through a guaranteed
association. Employees of employers purchasing through a
guaranteed association shall be deemed to be eligible employees
if they would otherwise meet the definition except for the number
of persons employed by the employer. Permanent employees who
work at least 20 hours but not more than 29 hours are deemed to
be eligible employeesif all four of the following apply:

(A) They otherwise meet the definition of an eligible employee
except for the number of hours worked.

(B) The employer offers the employees health coverage under
a health benefit plan.

(C) All smilarly situated individuals are offered coverage under
the health benefit plan.

(D) The employee must have worked at least 20 hours per
normal workweek for at least 50 percent of the weeks in the
previous calendar quarter. The health care service plan may request
any necessary information to document the hours and time period
in question, including, but not limited to, payroll records and
employee wage and tax filings.

(2) Any member of a guaranteed association as defined in
subdivision (m).

(d) “Exchange” meansthe California Health Benefit Exchange
created by Section 100500 of the Government Code.

(e) “In force business’” means an existing health benefit plan
contract issued by the plan to a small employer.

(f) “Late enrollee” means an eligible employee or dependent
who has declined enrollment in a health benefit plan offered by a
small employer at thetime of theinitia enrollment period provided
under the terms of the health benefit plan consistent with the
periods provided pursuant to Section 1357.503 and who
subsequently requests enrollment in a health benefit plan of that
small employer, except where the employee or dependent qualifies
for a special enrollment period provided pursuant to Section
1357.503. It also means any member of an association that is a
guaranteed association as well as any other person eligible to
purchase through the guaranteed association when that person has
failled to purchase coverage during the initial enrollment period
provided under the terms of the guaranteed association’s plan
contract consistent with the periods provided pursuant to Section
1357.503 and who subsequently requests enrollment in the plan,
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except where that member or person qualifies for a specia
enrollment period provided pursuant to Section 1357.503.

(g) “New business’ means a health care service plan contract
issued to asmall employer that is not the plan’sin force business.

(h) “Preexisting condition provision” meansacontract provision
that excludes coverage for charges or expenses incurred during a
specified period following the enrollee’ s effective date of coverage,
as to a condition for which medical advice, diagnosis, care, or
treatment was recommended or received during a specified period
immediately preceding the effective date of coverage. No health
careservice plan shall limit or exclude coveragefor any individual
based on apreexisting condition whether or not any medical advice,
diagnosis, care, or treatment was recommended or received before
that date.

(i) “Creditable coverage” means.

(1) Any individual or group policy, contract, or program that is
written or administered by adisability insurer, health care service
plan, fraternal benefits society, self-insured employer plan, or any
other entity, inthis state or el sewhere, and that arranges or provides
medical, hospital, and surgical coverage not designed to supplement
other private or governmental plans. Theterm includes continuation
or conversion coverage but does not include accident only, credit,
coverage for onsite medical clinics, disability income, Medicare
supplement, long-term care, dental, vision, coverage issued as a
supplement to liability insurance, insurance arising out of a
workers' compensation or similar law, automobile medical payment
insurance, or insurance under which benefits are payable with or
without regard to fault and that is statutorily required to be
contained in any liability insurance policy or equivaent
self-insurance.

(2) TheMedicare program pursuant to Title XV 111 of thefederal
Social Security Act (42 U.S.C. Sec. 1395 et seq.).

(3) TheMedicaid Program pursuant to Title XIX of the federal
Social Security Act (42 U.S.C. Sec. 1396 et seq.).

(4) Any other publicly sponsored program, provided inthis state
or elsewhere, of medical, hospital, and surgical care.

(5) 10 U.S.C. Chapter 55 (commencing with Section 1071)
(Civilian Health and Medical Program of the Uniformed Services
(CHAMPUY)).
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(6) A medical care program of the Indian Health Service or of
atriba organization.

(7) A hedth plan offered under 5 U.S.C. Chapter 89
(commencing with Section 8901) (Federal Employees Health
Benefits Program (FEHBP)).

(8 A public hedth plan as defined in federa regulations
authorized by Section 2701(c)(2)(1) of the Public Health Service
Act, as amended by Public Law 104-191, the Health Insurance
Portability and Accountability Act of 1996.

(9) A health benefit plan under Section 5(e) of the Peace Corps
Act (22 U.S.C. Sec. 2504(€)).

(10) Any other creditable coverage as defined by subsection ()
of Section 2704 of Title XXVII of thefederal Public Health Service
Act (42 U.S.C. Sec. 300gg-3(c)).

() “Rating period” means the period for which premium rates
established by a plan are in effect and shall be no less than 12
months from the date of issuance or renewal of the plan contract.

(k) (1) “Small employer” means any of the following:

(A) For plan years commencing on or after January 1, 2014,
and on or before December 31, 2015, any person, firm, proprietary
or nonprofit corporation, partnership, public agency, or association
that is actively engaged in business or service, that, on at least 50
percent of its working days during the preceding calendar quarter
or preceding calendar year, employed at least one, but no more
than 50, eligible employees, the mg ority of whom were employed
within this state, that was not formed primarily for purposes of
buying health care service plan contracts, and in which abonafide
employer-employee relationship exists. For plan years commencing
on or after January 1, 2016, any person, firm, proprietary or
nonprofit corporation, partnership, public agency, or association
that is actively engaged in business or service, that, on at least 50
percent of its working days during the preceding calendar quarter
or preceding calendar year, employed at least one, but no more
than 100, eligible employees, the majority of whom were employed
within this state, that was not formed primarily for purposes of
buying health care service plan contracts, and in which abonafide
employer-employee relationship exists. In determining whether
to apply the calendar quarter or calendar year test, a health care
service plan shall use the test that ensures eligibility if only one
test would establish dligibility. In determining the number of
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eligible employees, companies that are affiliated companies and
that are eligible to file acombined tax return for purposes of state
taxation shall be considered one employer. Subsequent to the
issuance of ahealth care service plan contract to asmall employer
pursuant to this article, and for the purpose of determining
eligibility, the size of a small employer shall be determined
annually. Except as otherwise specifically provided in thisarticle,
provisions of this article that apply to a small employer shall
continueto apply until the plan contract anniversary following the
date the employer no longer meets the requirements of this
definition. It includes any small employer as defined in this
paragraph who purchases coverage through a guaranteed
association, and any employer purchasing coveragefor employees
through a guaranteed association. This subparagraph shall be
implemented to the extent consistent with PPACA, except that the
minimum requirement of one employee shall beimplemented only
to the extent required by PPACA.

(B) Any guaranteed association, as defined in subdivision (1),
that purchases health coverage for members of the association.

(2) For planyearscommencing on or after January 1, 2014, the
definition of an employer, for purposes of determining whether
an employer with one employee shall include sole proprietors,
certain owners of “S’ corporations, or other individuals, shall be
consistent with Section 1304 of PPACA.

() “Guaranteed association” means a nonprofit organization
comprised of a group of individuals or employers who associate
based solely on participation in aspecified profession or industry,
accepting for membership any individual or employer meeting its
membership criteria, and that (1) includes one or more small
employers as defined in subparagraph (A) of paragraph (1) of
subdivision (k), (2) does not condition membership directly or
indirectly on the health or claims history of any person, (3) uses
membership dues solely for and in consideration of the membership
and membership benefits, except that the amount of the dues shall
not depend on whether the member applies for or purchases
insurance offered to the association, (4) is organized and
maintained in good faith for purposes unrelated to insurance, (5)
has been in active existence on January 1, 1992, and for at least
five years prior to that date, (6) has included health insurance as
a membership benefit for at least five years prior to January 1,
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1992, (7) has a constitution and bylaws, or other analogous
governing documents that provide for election of the governing
board of the association by itsmembers, (8) offersany plan contract
that is purchased to all individual membersand employer members
in this state, (9) includes any member choosing to enroll in the
plan contracts offered to the association provided that the member
has agreed to make the required premium payments, and (10)
coversat least 1,000 personswith the health care service plan with
which it contracts. The requirement of 1,000 persons may be met
if component chapters of a statewide association contracting
separately with the same carrier cover at least 1,000 personsin the
aggregate.

This subdivision applies regardless of whether a contract issued
by aplaniswith an association, or atrust formed for or sponsored
by an association, to administer benefits for association members.

For purposes of this subdivision, an association formed by a
merger of two or more associations after January 1, 1992, and
otherwise meeting the criteria of this subdivision shall be deemed
to have been in active existence on January 1, 1992, if its
predecessor organizations had been in active existence on January
1, 1992, and for at least five years prior to that date and otherwise
met the criteria of this subdivision.

(m) “Members of a guaranteed association” means any
individual or employer meeting the association’s membership
criteriaif that person is a member of the association and chooses
to purchase health coverage through the association. At the
association’s discretion, it aso may include employees of
association members, association staff, retired members, retired
employees of members, and surviving spouses and dependents of
deceased members. However, if an association choosesto include
these persons as members of the guaranteed association, the
association shall make that election in advance of purchasing a
plan contract. Health care service plans may require an association
to adhere to the membership composition it selects for up to 12
months.

(n) “Affiliation period” means a period that, under the terms of
the health care service plan contract, must expire before health
care services under the contract become effective.

(o) “Grandfathered health plan” has the meaning set forth in
Section 1251 of PPACA.
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(p) “Nongrandfathered small employer health care service plan
contract” means asmall employer health care service plan contract
that is not a grandfathered health plan.

(q) “Planyear” hasthe meaning set forth in Section 144.103 of
Title 45 of the Code of Federal Regulations.

() “PPACA” means the federal Patient Protection and
Affordable Care Act (Public Law 111-148), as amended by the
federal Health Care and Education Reconciliation Act of 2010
(Public Law 111-152), and any rules, regulations, or guidance
issued thereunder.

(s) “Small employer health care service plan contract” means
a health care service plan contract issued to asmall employer.

(t) “Waiting period” meansaperiod that isrequired to passwith
respect to an employee before the employee is eligible to be
covered for benefits under the terms of the contract.

(u) “Registered domestic partner” means a person who has
established a domestic partnership as described in Section 297 of
the Family Code.

(v) “Family” means the subscriber and his or her dependent or
dependents.

(w) “Health benefit plan” means a health care service plan
contract that provides medical, hospital, and surgical benefits for
the covered eligible employees of a small employer and their
dependents. The term does not include coverage of Medicare
services pursuant to contracts with the United States gover nment,
Medicare supplement coverage, or coverage under a specialized
health care service plan contract.

SEC3:

SEC. 4. Section 1357.503 of the Health and Safety Code is
amended to read:

1357.503. (a) (1) On and after October 1, 2013, a plan shall
fairly and affirmatively offer, market, and sell al of the plan’'s
small employer health care service plan contracts for plan years
on or after January 1, 2014, to all small employersin each service
area in which the plan provides or arranges for the provision of
health care services.

(2) On and after October 1, 2013, a plan shall make available
to each small employer all small employer health care serviceplan
contracts that the plan offers and sells to small employers or to
associations that include small employers in this state for plan
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years on or after January 1, 2014. Health coverage through an
association that is not related to employment shall be considered
individual coverage pursuant to Section 144.102(c) of Title 45 of
the Code of Federal Regulations.

(3) A plan that offers qualified health plans through the
Exchange shall be deemed to be in compliance with paragraphs
(1) and (2) with respect to small employer health care service plan
contracts offered through the Exchange in those geographic regions
in which the plan offers plan contracts through the Exchange.

(b) A plan shall provide enrollment periods consistent with
PPACA and described in Section 155.725 of Title 45 of the Code
of Federal Regulations. Commencing January 1, 2014, aplan shall
provide specia enrollment periods consistent with the special
enrollment periods described in Section 1399.849, to the extent
permitted by PPACA, except for the triggering events identified
in paragraphs (d)(3) and (d)(6) of Section 155.420 of Title 45 of
the Code of Federal Regulations with respect to plan contracts
offered through the Exchange.

(c) No plan or solicitor shall induce or otherwise encourage a
small employer to separate or otherwise exclude an eligible
employee from a health care service plan contract that is provided
in connection with employee's employment or membership in a
guaranteed association.

(d) Every plan shall file with the director the reasonable
employee participation requirements and employer contribution
requirements that will be applied in offering its plan contracts.
Participation requirements shall be applied uniformly among all
small employer groups, except that a plan may vary application
of minimum employee participation requirements by the size of
the small employer group and whether the employer contributes
100 percent of the eligible employee’'s premium. Employer
contribution requirements shall not vary by employer size. A health
care service plan shall not establish a participation requirement
that (1) requires a person who meets the definition of a dependent
in Section 1357.500 to enroll as a dependent if he or she is
otherwise eligible for coverage and wishes to enroll asan eligible
employeeand (2) allowsaplan to reject an otherwise eligible small
employer because of the number of persons that waive coverage
due to coverage through another employer. Members of an
association eligible for health coverage under subdivision (m) of
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Section 1357.500, but not electing any health coverage through
the association, shall not be counted as eligible employees for
purposes of determining whether the guaranteed association meets
aplan’s reasonabl e participation standards.

(e) The plan shall not reject an application from a small
employer for a small employer health care service plan contract
if al of the following conditions are met:

(1) Thesmall employer offers health benefits to 100 percent of
its eligible employees. Employees who waive coverage on the
grounds that they have other group coverage shall not be counted
as eligible employees.

(2) The small employer agrees to make the required premium
payments.

(3) The small employer agrees to inform the small employer’s
employees of the availability of coverage and the provision that
those not electing coverage must wait until the next open
enrollment or a specia enrollment period to obtain coverage
through the group if they later decide they would like to have
coverage.

(4) The employees and their dependents who are to be covered
by the plan contract work or reside in the service area in which
the plan provides or otherwise arranges for the provision of health
care services.

(f) No plan or solicitor shall, directly or indirectly, engage in
the following activities:

(1) Encourage or direct small employersto refrain from filing
an application for coverage with a plan because of the health status,
claims experience, industry, occupation of the small employer, or
geographic location provided that it is within th